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From: Cosmanding Ceneral
To: Commander, Atlantic Division, Haval Facilities
Engineering Command, Horfolk, VA 23511

Subj: Lease and Use Agreement, NOm-71639
Ref: (a) LANTNAVFACENGCOM ler 241:RBHS LO-6 ded 19 Sep 30

1. Reference (a) inter alia requested concurrence for nagotiation of a
gpur track agreement to assure continuity of rail service to Camp lLejeune
subsequent to expiration of the subject asgreement on 31 August 1954,

Camp Lejeune does and will have a continuing requirement for railroad
service through the remaining 1ife of the present agreement with eontinu-
ation of maintensuce by the Seaboard Coast Line and Southern Railway as
called for in theagreement. Based on the railroad companies' expresscd
position to not extend the agreement beyend its present expiration date,
this Coumand comeurs in the preparation of a spur track sgreement to
becona effective begtoning 1 Septembar 1984,

2. Yeu are requested to consult with this Command on any preposed terms
which may have wmusual or significant impact on the capability, financial
or physical, to receive railrcad service. Pinsl coneurremce will be Pro=-
vided prior to execution of. the agressent.

P, B. BAREER

Copy tot
CHE
COMHAVFACENGCOY,

Blind copy to:
AC/S Facilities

Pt Atipr, 25 Pl TWanko
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DEPARTMENT OF THE NAVY TELEPHONE NO.

ATLANTIC DiVISION f ~
NAV{ FACILITIES ENGINEERING COMMAND { 444-7411
NORFOLK, VIRGIN!A 23511 IN REPLY REFER TO:
241 :RHS
L0-6
19 SEP 198§

From: Commander, Atlantic Division, Naval Facilities Engineering Command
To: Commanding General, Marine Corps Base, Camp Lejeune, North Carolina 28542

Subj: Lease and Use Agreement NOm-71659, modification of

Ref: (a) MCB CAMLEJ 1tr PW0:405:JCJ:sh 11000 of 25 Jul 1980
(b) LANTNAVFACENGCOM 1tr 241:RHS L0-6 of 13 Aug 1980
(c) FONECON Military Traffic Management Command (MTMC)(R. Frantz)/
LANTNAVFACENGCOM (R. Swiader, Code 2413) of 15 Sep 1980

Encl: (1) Southern Railway System (SRS) 1tr of 4 Sep 1980

1. Subject lease covers use of Government-owned rail facilities by the Seaboard
Coast Line and the Southern Railway. Reference (a) forwarded for recommendations
and/or action by this Command a request from the Southern Railway for an adjust-
ment of the cash rental paid thereby. Reference (b) advised the Railway that

upon submission to and review by this Command of documentation evidencing and
contrasting respective rental, maintenance and cperating costs with gross revenues
from the leased trackage an appropriate rental adjustment would be forthcoming.

2. Documentation furnished by enclosure (1) has been reviewed and is satis-
factory. Accordingly, a proposed Supplemental Agreement providing for a waiver
of the cash rental for those calendar years in which gross revenues are exceeded
by operating and rental costs is under preparation and will be forwarded to the
Railway for review and execution. Thereafter, a fully executed copy will be ,

provided for Base records.

3. With respect to the future status 2f the leased trackage, enclosure (1)

advised of the Railway's plans not to ex-end the lease beyond its 31 August 1984
expiration date without a significant ccatribution by the Government towards track .
maintenance work. Subsequent discussions with the Railway have indicated, however,
its willingness to furnish continued rail service to the Base provided the Govern-
ment assumes responsibility for long term and cyclical maintenance on the trackage.
In this regard, thic Command is exploring with the Railway the feasibility of
replacing Lease NOm-71659 with a spur track agreement covering continued Railway
service across and day-to-day maintenance of the Camp Lejeune-Cherry Point track-
age. As proposed, lTong term and cyclical maintenance for this portion of trackage

will become the sole-responsibility of the Government. |

4. Prior to further action on the proposed spur track agreement concurrence is
requested. Should future developments warrant, similar discussions will also be
initiated with the Seaboard Coast Line. As subject lease limits the Railway's
current maintenance cbligatign to an amount proportionate to the traffic there-
over, replacement of the lease with a spur track agreement will insure continued

. L







indicated that outloading
City could be satisfactorily accomplished through New Bern by use
of commercially-owned trackage. i

It is understood that the completed MTMC
‘Study will be Provided for Base revi i 2

E P. FUCILE
By direction

Copy to: (w/o SRS annual reports)
CMC WASHINGTON DC

MTMC (MT-SA)
COMNAVFACENGCOM

&
2
§







(EPARTMENT OF THE NAVY ( TELEPHONE NO.
ATLANTIC DIVISION
NAVAL FACILITIES ENGINEERING COMMAND 884-7411

NORFOLK, VIRGINIA 23511 IN REPLY REFER TO:

247 :RHS
LO-6

19 sep 19g9

Mr. W. W. Simpson

Vice President

Southern Railway System
Engineering Department
P. 0. Box 1808
Washington, DC 20013

Dear Mr. Simpson:

Receipt is acknowledged of your letter of 4 September 1980 concerning Lease
and Use Agreement NOm-71659 covering Railway use of portions of the Govern-
ment's Camp Lejeune-Cherry Point railroad. A review of the documentation of
revenues and expenses forwarded by your letter indicates that the annual
reqta], maintenance and operating costs for the leased trackage exceed the
Railway's gross revenues therefrom. Accordingly, this Command will prepare
and forward for review and exscution the Suppiemental Agreement discussed in
our previous correspondence. It is anticipated that the Supplemental Agree-
ment will be forwarded within the next two to three weeks time.

With respect to the future status of the leased trackage, it is understood
that the Railway is agreeable' to the provision of continued rail service to
Qamp Lejeune but does not believe that extension of Lease NOm-71659 beyond
1§s §I-August 1984 expiration date will be economically feasible without a
significant contribution by the Governmrnt towards required track maintenance
work. The Railway's reluctance to unde-iake all but minimum routine mainte-
nace work to non-revenue producing traciage is appreciated. In this regard,
howeyer, it is suggested that a useful :istinction may be drawn between the
provision of continued rail service to vamp Lejeune and responsibility for
maintenance of the Government-owned trackage.

As discussed in your recent conversation with our Mr. Swiader, Camp Lejeune's
Tong term rail requirements are currently under study. Upon completion of the
study advice will be provided as to the Government's intentions regarding the
leased trackage. As an interim measure a mutualTy satisfactory arrangement
for our respective interests may include substitution of an aporopriate Spur =t—-——
Track Agreement, for the existing lease. The Spur Track Agreement would become ,
effegtive at a!@ime prier to or upon expiration of Lease Nom-71659 and would
provide for cpntinued Railway_ service across and day-to-day maintenance of ///
the trackage.) Required long term and cyclicai maintenance would be accomplished
_by or at Government expense. To assist in evaiuatiocn of our proposal a draft
Agreement will be forwarded-for your review by separate correspondence.







Copy to:
MCcB CAMP LEJEUNE
CMC WASHINGTON DC

MTMC (MT-SA)
COMNAV FACENGCOM

e i/

Sincerely yours,

E. P. FUCILE
Commandzer, CEC, USN,

Hezd, Facilities Planning and
Real Estate Department
By direction of the Commander

241 :RHS
LO-6

Please contact Mr. Swiad
; L Mr. e er on teleph = i
or desire additional information og 22$ssggtiiﬁ-74]] AT 90 Teve, Saeige ons
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920 15TH STREET, N.W.

W. W. SIMPSON
TEL: (202) 383-4500

VICE PRESIDENT September 4, 1980
; 550 - Camp Lejeune

E. P. Fucile

Commander, CEC, USN :
Head, Facilities Planning and Real

Estate Department |

Department of the Navy

Atlantic Division .
Naval Facilities Engineering Command
Norfolk, Virginia 23511

Re: Camp Lejeune Railroad, Lease and Use Agreement
NOm-71659 - Your reference 241:RHS, LO-6

Dear Commander Fucile:

Thank you for your letter of August 13 regarding the
captioned matter. I appreciate your willingness to adjust
the rental under Lease and Use Agreement NOm-71659, and I
Suggest a meeting to work out details. I have enclosed
documentation of the' comparison between our gross revenues
and the rental, maintenance and operating costs relating to
the leased line. The Camp Lejeune Railroad Company agrees
that the sixty-day notification period referred to in
Article 24(d) of the Lease will not begin until you have
received this report. ‘

You asked about the possibility of the Camp Lejeune
Railroad renewing Lease and Use Agreement NOm-71659. 1In
light of the anticipated need for major track work on this
line, it would not be economically feasible for the Camp
Lejeune Railroad to extend this Lease in the absence of a
significant contribution by the Government towards the track






E. P. Fucile £ e September 4, 1980

work. We will need to know the Government's intentions in
this regard well in advance of the expiration of the current
term of the lease so that we can make the necessary adjust-
ments in our operations. In the absence of Government
funding, we will continue service to the Base through

August 31, 1984, but only minimum routine maintenance work
will be performed. :

Once you have reviewed the enclosed financial information
Please give me a call so that we can arrange a meeting. Thank
you for your cooperation in this matter.

Yours very truly,’
o /

o Il g
L e

Enclosures: as stated

)







Washington - August 26, 1980

Mr. J. Wt McClellan

Subject: Camp Lejeune - Documentation of Revenues and Expenses

Pursuant to Mr. Simpson's request, operating revenues,
operating expenses, net revenue,. and net income data attri-
butable to the Camp Lejeune Railroad Company are identified
belowsin Table I. I have included data for the period 1973-
1979 so that trends may be identified. As you can see, the-
Camp Lejeune Railroad has been operating consistently in the
red with the exception of 1975. 1In that year, railway operating
Exgi"=S were only $38,808WNe to a $72,072 credit for the
maintenance of Joint tracks.

Table I
: Net Income Statements
for the Camp Lejeune Railroad Company
(1973-1979)

Operating Operating ‘ Net Net
Yeay Revenue Expenses Revenue (Loss) : Income (Loss)
1973 $40,624 $ 57,063 $(16,439) $(15,121)
1574 64,171 112,829 (48,658) (33,649)
1978 70,596 38,208 32,388 16,813
1976 45,649 80,338 (34,689) (25,865)
1977 61,536 . 137559 (76,018) (42,027)
1978 76,832 81,836 (5,004) - (1,05¥%)
1979 77,659 123,945 (46,286) -(21,295)

Table II documents maintenance-of-way expénses incurred and
rental payments made to the Government by the Camp Lejeune Rail-
road for the period 1973 - 76"







: Table TI :
M-O-W Expenses and Rents Payable

, (1973-79)
Year M-O-W Expense (Credit) Rents Pavable
1973 ' $26,273 A $6,250
1974 o207 diE e 60
1975 4,099 ; P 5,110
1976 1,460 g 4,710
: - 90,080 ; 3,990
1978 (2,494) 3,430
1979 . 217 : 3,440

"Attached are selected pages from the Camp Lejeune Railroad
Company's Annual Reports filed with the Interstate Commerce
Commission for the seven year period outlined above. The infor-
mation for Tables I & II was attained from these Annual Reports.
Included are bages outlining the annual net income, gross opera-
ting revenue, operating expenses, and rents payable to the U.S.
Government. The information for the years 1978-79 differs some-
what ir format due to the fact that R-3 Annual Reports were filed
with the Commission rather than the R-2 Annual Reports which were
filed for the years 1973-77. These reports should serve as sat-
isfactory documentation of our argument.

}v—f"ﬂ-
2 -h,/;c;225?€23>

S. D. Eisenach

Attachment: Selected pages, Camp Lejeune Annual Reports
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- DEPARTMENT OF THE NAVY TELEPHONE NO.
ATLANTIC DIVISION . :
NAVAL FACILITIES ENGINEERING COMMAND 444-7417
NORFOLK, VIRGINIA 23511 IN REPLY REFER TO:
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Southern Railway System ; ;LfﬁlfL;"m,~-u»5
Engineering Department : RS e i i
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P. 0. Box 1303 L 4 e, e e 504
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Bear Hr. Simpson: i
Reference is made to your letter of 11 duly 1580 to thz Commanding Genzral, llarine
Corps Base, Camp Lejeune, Horth Carolina, concerning Lease and Usa Laorzament !m-
71659 covering Southern Railway use of portions of tihe Government's Carn Lajeune
railrecad. This Comnand is the present Conlract Administrator for ths lease and
your letter has been forwvarded to this office as a matiter urder its cognizance,

A review o
the reguaste
the anticipa
Future.

ke referanced cerrespondence indicates two apparent areas of corncern:
adjustment of the cash rentals paid by Southern Rajlway, and secondly,
d

gu amount of track maintenance work which will be required in the near

£
i
e

t
a
T

With respect to the rental adjus aznt, 1t s understoed that a preliminary economic
analysis of tie lease, conducted by the Mailway and covering the period from 1973
to the present, indicates that the annual rental, maintenance and operating cost
for the leased trackace excesd the Railway's ¢ross revenues tharefrom. In this
regard, your leiter correctly states that in such circumstances Article Z4{d) of
the lease provides for either an adjustuent within 60 days' time f the rental pay-
ments or, in the abscnce of an agreement as o a rental adjustmen ., termiration
rights by the Railway. Accordingly, please b2 advised that tha vy is agreeable

~to the exccution of a Supplamental Acresuent witn the Southern Rotiway Systam

providing for the waiver of the Railway's cash rental oblications for fiose
calendar yaars subsccuent o 31 August 1380 in wiich the annual Gruss vavenues
derived from use of the l=ased trackage is exceeded by the annual rental, mainte-
nance and operating costs therafor. For the purpeses of the Suppleiental Agrespent
the term calendar year shall be defined as that period commencing 1 September and
extending through the following 31 Auqust. . ; -

Prior to the preparation and execution of the proposed Supplemental Acreement it
will be necessary, rowever, for this Command to be provided decumentation evidenc-
ing and contrasting the raspective rentai, maintenance and operating costs for the
teased trackage with the Railway's aross revenues from operations thoreover, lpeon
receipt and review of this informaticn the Supplemental Agreement will be Torwarded
for review and execution on behalf of the Southarn Railway System. As discussed in
your recent teleplione conversation with our Mr. Swiader it is understood that the

60 day notification pericd addressed in Article 24(d) of the lease will not conmence

owrdDEil such time as the Railway's final economic analysis of the leased trackace,
& 3

N

1C.
'*ﬁn AN »,

acgompanied by the suprerting documentation hersinabove reGuested, is received by

/%§§f§ Conanand, It is requested that tiis understanding be formally ccnfirmed by

ty:Zution and return to this Command of the enclosed copy of this letter marked

s ad 175t COpy" or by such other written means as the Railway considers apprepriate.







With respect to the anticipated major

241 :RHS
LO-6

track repair work, the Government has a

continuing long-term requirement for the provision of adequate rail service to
Camp Lejeune. While the Railway's concern with the low volume of rail traffic,

averaging 40 loaded cars monthly, is a
other military and national defense re
facilities must be maintained and repa
operation without undue interruption o
Traffic Management Cormand is conducti
capability across the leased trackage.
for another 3 to 4 months, preliminary
of the long-term requirement for rail

ppreciated, contingency mobilization and

quirements dictate that the leased rail

ired in a manner permitting their safe

f service. In this regard, the Military

ng a study of Camp Lejeune's outloading
while the study will not be completed
indications fully support the centinuation

service across the leased trackage.

Accordingly, it is recommended that contact be made between the office of your

Division Superintendent in Greensboro,

Morth Carolina, and the Base's Public

Works Department and Rail Traffic lanagement Office, telephones 919-451-2318 and
2541, regarding scheduling for priority maintenance viark.

As you are aware, Lease and Use Agreement NOm-71659 expires by limitation effec-

 tive 31 August 1934 but may be extended thereafter by the Railway to 1 January 1995.

It is understood that your office is currently studying the feasibility of extending

tho lease term but is uncertain at thi
In consideration of the seriously dete

s time as to its intentions in this direction.
riorated condition of much of the leased

trackage and the time and resources required to initiate and complete the rehabili-
tation work required to maintain the trackage in an operable condition it is

requested that this Cormand be advised

, at the earliest possible time, of the

Railway's intentions regarding lease renewal.

P]ease'contact Mr. Swiader on telepho:
or.desire additional information on
confirmation of the above discussed un

a 804-444-7411 should you have any quesficns
is matter. Your cooperation and prompt
derstandings will be greatly appreciated.

Sincerely yours,

E. P. FUCILE
~ Commander, CEC, USN,

Head,

Facilities Planning and

Real Estat> Denartment

By dir

action of the Commander

The Southern Railway System hereby agrees and concurs with the understandings
and agreement in principle hereinabove discussed regarding the planned execution
with the United States of America of an appropriate Supplemental Agreement to
Lease and Use Agreement NOm-71659. The Southern Railway System does further indicate
its agreement in principle that execution of said Supplemental Agreement shall be

accomplished subsequent to and within

60 days' time after provision by the Southern

Railway System to and receipt by the Atlantic Division, Naval Facilities Engineering
Command of the final economic analysis and supporting documentation hereinabove

discussed.

Name A ’ Title ~ Date
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29 AUG 1980

The Honorable Charles 0. vhitley
House of Representatives
Washington, DC 20515

Dear My, ¥hitley:

Refarence is made to your joiut letter of August 18, 1980, with
cuupmucnnstMM-unwmnﬂngt&c!anauundtﬂa4Mnmmmuu;u1ﬂathc
Southern Rajlway Systenm. Persomnel at the Atlantic Division, Maval
Faeilities Engineering Commsnd ia Borfolk whe represent the resl

euttatghummtnttcn?thzclmun:bwwlhnna:hzteudhidxh Southern :
Railway officials on this matter. In accordance with the Agreement,
an sdjustment to the remtal conditions has been propesed to waive

payment of rent in future calendar years when revenues do not cover

expenses.

I am advised that the proposal is acesptable to Southern Rallway and
that nnr1n¢hnnmminglnum&enun£¢14qmuwn.nz!dll be esxecuted subsequent
to the Railway's presentation of satisfactery documentation of costs
and rvevenues for ppast operations and maintenance.

Your interest is appreclated, but in light of the foregoing, I do mot
&nmntuatthutﬂEMﬂn;!dtihmua&tﬂhn:natﬁmzto resolve this issue.
I.un:nmniéhq;Caugmsuuu:Jhwuntbcsﬂuwu information by separate

ecrrespondenca.
Sincerely.
J. R. FRIDELL

Colonel USMC
Base Commander

Blind copy to:
LANTNAVFACENGCOM (Code 24)

AC/8 Facilities

/éiwﬁfikk/ éxjklbéiv A;Q7¢#92
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29 AUG 1980

The Honorable Walter B. Jones
House of Representstives
Washington, DC 20515

Dear ¥r. Jonea:

Reference is made to your joint letter of August 18, 1980, with
Congressman Whitley concerning the Lease and Use Agreement with the
Southern Railway System. Personnel at the Atlantic Division, Haval
Feeilities Engineering Command in Norfolk who represent the resal
estate interests of this Base have been in touch with Seuthern
Railvay officials on this matter. In accordance with the Agreement,
an adjustment to the rental conditions has been proposed to walve
payment of vent in future calendar years vhen revenues do not cover

expenses.

1 am sdvised that the proposal is ecceptable to Southern Railway and
that an implementing tupﬁhnamtal1uun¢uun:uilllnnamncnmmlsubnequunt
to the Railway's presentation of satisfactory doeumentation of costa
and revenues for past operstious and maintenance.

Your interest is appreeiated, but in light of the foregoing, I do not
foresee a requirement for leglslative action %o resolve this issue. T
as providing Comgressmsa Vhitley the above information by separate
correspondence.

Sincerely,

Jo: R :FRIDELL
Colonel USMC
Base Commander

Blind copy to:

LANTNAVFACENGCOM (Code 24)
AC/S, Facilities

O

/4 : 7 A . / 71 (o TP W
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27 August 1980

Public Works Dept

Congressional Inquiry -

Congressmen Jones/Whitley 1tr of 18 Aug 1980
Southern Railway System 1tr of 11 Jul 1980
(c) LANTNAVFACENGCOM 1tr 241:RHS LO-6 of 13 Aug 1980 .

Purpose: To respond to a letter from Congressmen Charles 0. Whitley and Walter B.
Jones concerning an agreement with the Southern Railway System.

1. By reference (a) Congressmen Whitley/Jones advised of a financial imbalance
resulting from an agreement with Southern Railroad for use of rail facilities
at Camp Lejeune. This matter had previously been brought to our attention by
reference (b) wherein the railroad requested renegotiation of the rental agree-
ment. Since the Atlantic Division Naval Facilities Engineering Command is the
Contract Administrator for the agreement, reference (b) was forwarded for their
action. LANTNAVFACENGCOM has contacted the railroad and has agreed to a
Supplemental Agreement that would waive rental payments in periods where
revenues were exceeded by costs. The railroad was advised of the proposed
Supplemental Agreement by reference (e).

2. The proposed letters to Congressmen Jones/Whitley advise them of the pro-
posed Supplemental Agreement.

That the proposed letters to Congressmen Whitley/Jones
be signed and forwarded.

V. PODBIELSKI







': "'AN'T CHIEF OF JAFY, FACILITIES
HEADQUARTERS, MARINE CORPS BASE

-X/,‘VO

e

BASE MAINT O

PUBLIC WORKS O { DIR, BACHELOR HOUSING

-

COMM-ELECT O BASE FIRE CHIEF
MOTOR TRANSPORT O

ATTN:

e ——————————e

—

L./.L) Attached is forwarded fof infafaction //7)/0'7 aza bttt

/
” /
JIASf
/7 / ’/ﬂ ?I

2. Please initial, or comment, and return all papers to this

/4
7 o

“LET'S THINK OF A FEW REASONS
WHY IT CAN BE DONE"’

office.

3. Your file copy.

P-MCBC L-1757













WASHINGTON OFFICE:
. Roowm 404

CAnnoN HOuSE OFFicE BUILDING
202-225-3415

DISTRICT OFFICE:

FEDERAL BUILDING
RooMm 306

¢ United States Soxossor, o v 753
FBouse of Representatives
Washington, B.L. 20515

August 18, 1980

Brigadier General D.B. Barker
Commanding General

U.S. Marine Corps Base

Camp Lejeune, North Carolina 28542

Dear General Barker:

Officials of The SouthemRailway System have informed us of their financial
position as it relates to the United States of America's Lease and Use Agreement
with Camp Lejeune Railroad Company and Atlantic Coast Line Railroad Company.

Apparently their preliminary analysis of figures since 1973 shows an operating
loss for each year, except for 1975. They anticipate major track work will be
required on the leased line shortly, which will add to their continuing deficit.

We are told the lease agreement provides for adjustment of rental paid by the
railroads should railroad revenues in any calendar year not equal rental,
maintenance and other operationg costs.

As the Contract Administrator, we wanted to contact you to offer any assistance
possible in resolving this financial imbalance on the part of these railroads,
particularly should any action you anticipate require legislative action.

Sincerely,

Charles 0. Whitley
Member of Congress

Walllin (3.

Walter B. Jones
Member of Congress
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ﬂ?éneow}ny gqia/r&mml
PO Box 1508
Washington, D€ 20013

- July 11, 1980 _
W. W. SIMPSON: : 928 15TH STREET, N.W.
VICE PRESIDENT . 550-Camp Lejeune TEL: (202) 383-4500

‘Brigadier General D. B. Barker
Commanding General

Marine Corps Base

- Camp Lejeune, North Carolina 28542

Dean"Ged;»Barker;

O behalf of the Camp Lejeune Railroad Company, I am
writing you in your capacity as Contract Administrator for the
United States of America's Lease and Use Agreement with Camp
Lejeune Railroad Company and Atlantic Coast Line Railroad Company,
dated September 2, 1960. As you know, this lease permits these
two railroads to operate along right of way owned by the Federal
Government near Camp Lejeune.

" This lease provides for adjustment of rental paid by the
railroads should railroad revenues in any calendar year not

equal rental, maintenance.and other operating costs. A prelimi-
nary analysis of figures since 1973 shows that with the exception
of 1975, Camp Lejeune Railroad has operated at a loss over this
leased line. We anticipate that major track work will be required
on the leased line within the near future. This, of course, will
add further to the railroad's deficit under the 1960 lease.

In light of these circumstances, I would appreciate it if
you or a member of your staff could meet with us to discuss a
method of covering these costs.

Thank you for your consideration. I look forward to
hearing from you soon.

Yours very truly,

JOR -
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29 July 1980

From: Public Works Officer
To: Commanding General
Via: Assistant Chief of Staff, Facilities

Subj: Lease Arrangement for Railroads Serving Camp Lejeune
Ref: (a) Southern Railway System 1tr of 11 Jul 1980

1. Reference (a) requested a meeting between Southern Railway and Marine Corps
Base representatives to discuss means for the railroad to recover maintenance,
rental, and operating costs which are not sufficiently compensated by operating
revenues. The matter has been discussed with and referred to LANTNAVFACENGCOM
for primary action. LANTDIV is expected to arrange a meeting with Southern
Railway at Camp Lejeune sometime in August. It would be helpful to review

some of the background of the relationship with the railroads to be aware of
possible ramifications of the requested meeting.

2. The government, with Marine Corps acting as Contracting Officer, negotiated

a lease and use agreement on 2 September 1960. In 1971 the Marine Corps assigned
cognizance over the agreement to NAVFACENGCOM. The agreement is jointly with the
Camp Lejeune Railroad Company backed by Southern Railway and the Atlantic Coast
Line Railroad. Lejeune operates on the rail portion between Jacksonville and

the Base (5.7 miles), while Coast Line operates between Havelock and the Base

(27 miles). Additionally, both railroads operate within the Base (3.2 miles).
The original lease was renewed in 1964 with a 20-year term which expires on

31 August 1984. The railroads pay the government a $10 fee for each revenue
generating car moved over the government track. Camp Lejeune is treated not as a
spur but as a station on the common carrier systems, and the cost of moving rail
cars on the government portion of railroad is included in the common carrier
tariffs filed with the Interstate Commerce Commission.

3. By the terms of the agreement, the railroad lessees are responsible for main-
tenance and repair of all of the government rail. The standard of maintenance is
to be proportionate to the volume of traffic moved over the track. This office
has no figures on the traffic at the time the lease was negotiated or renewed,
but it undoubtedly was much heavier than today. Current rental payments average
about $800.00 per month between the two lessees, representing about 80 revenue
cars per month.

4. The lease further provides that in a given calendar year if gross revenues for
operations on the government track do not equal rental, maintenance, and other

operating costs, rental payable by lessees is subject to adjustment within 60 days
after written notice from the lessee. If agreement is not reached in the 60 days,

EEEE5E R e-’rm@m%ﬁ:?ﬁﬁ
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the lessee may terminate the agreement on 30 days notice. Termination would
not discontinue service without ICC approval, but it would void the lessee's
responsibility to maintain the track and to pay rental fees.

5. Southern Railway asks to meet, not to discuss a reduction of rental fees,

but to seek a means to cover their costs. I expect that even if the rental were
reduced to zero, the railroad would still have a substantial deficit if it
performs the required maintenance and repairs to the leased right of way. The
lease agreement permits no more than adjustment of the per-car rental fees, so

I am suspicious that Southern's letter is a thinly disguised notification towards
effecting termination of the agreement. Therefore, it is imperative that the
government and the railroad reach agreement on new rental fees within 60 days
from the 11 July letter. LANTDIV is well aware of this consideration and expects
to schedule a meeting at Camp Lejeune prior to 15 August. We should be prepared
to reduce the rental fee to zero if necessary just to stave off unilateral
termination of the lease by the railroad.

6. This action occurs at an awkward time, as we are awaiting results of the
review by MTMC on the requirement of the railroad to support mobilization. If
the railroad is determined to be a requirement and to be kept in a higher class
condition, then it would be not only appropriate but also necessary for the
government to contribute monies for its upkeep over and above that proportionate
to the volume of traffic. Until that determination is made, the scope of the
meeting will be kept within the bounds of the lease agreement.

V. PODBIELSKI






